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Reduce failure probability
πm « π

π – probability of component 
failure without PHM
πm – with PHM

Decision: 
Monitor or not?

Monitor?

Yes

No

Yes

No

Yes

No

Component 
failure 
happened?

Expense Failure 
Probability

Conditional 
Loss

c

c

0

0

πm

1-πm

π

1-π

x

x

0

0Positive Decision for 
component selection:
reduction in damage exceeds 
PHM system cost (C) �-% ��� '# ��
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